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U. S. Economic Report and Budget Estimates 


The progress and changing aspects of the U.S. defense 
program have been reviewed in the sixth annual Economic 
Report of President Truman to the Congress. Since the 
outbreak of war in Korea, the value of total output has 
risen 10 per cent, to an annual rate of $330 billion. The 
size of the armed forces has more than doubled, and 
nearly 544 million workers are now engaged in defense 
production. The value of deliveries of military goods, 
including construction, totals $20 billion, and govern- 
ment outlays for security programs have increased to 
$45 billion, from an annual rate of $17 billion. 

The major expansion in the defense program will occur 
in 1952. Although defense expenditures will continue to 
rise in 1953, the increase will be at a reduced rate, and 
expenditures will start declining in 1954. Military de- 
mand will absorb more than one third of construction and 
metal-working output in 1952, more than one fourth of 
copper supplies, and one half of the supply of aluminum. 
Because of the demands of the defense program, resources 
available to the civilian economy must be further cur- 
tailed. Private domestic investment should be held at a 
level some 12-16 per cent below the $50 billion of 1951; 
new housing starts must be reduced from more than one 
million to 850,000 or less; and allocations of steel for 
consumer durable goods production in the first quarter 
of 1952 are only 50 per cent of usage in the pre-Korean 
period. 

Despite price stability throughout most of 1951, in- 
flation is still a possible threat. Consumer spending is the 
most uncertain factor affecting the inflationary outlook 
for 1952, and economic policy cannot safely be based 
upon the assumption that the extraordinarily high level 
of personal saving of the past year will continue. Rather, 
it must be assumed that rising defense-generated incomes 
may turn potential demand into abnormally active buy- 
ing. A budget deficit of $8 billion is expected during the 
current fiscal year, and this figure will almost double in 
fiscal 1953. 

In view of this outlook, the President recommends that 
additional revenues of about $5 billion—the amount by 
which last year’s tax legislation fell short of his recom- 
mendations—be raised by tax rate increases and the 
elimination of loopholes and special tax privileges. 
Although the hope for a “pay-as-you-go” basis for gov- 
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EPU Operations in December 


The general pattern of EPU settlements in December 





ernment financing cannot be realized in fiscal 1952 and 
1953, the recommended tax structure would cover all 
expenditures after the peak of the defense effort had been 
passed. The Government will continue to encourage indi- 
viduals to buy and hold savings bonds and other govern- 
ment securities. It is recommended that Congress restore 
to the Federal Reserve Board full administrative discretion 
over selective credit controls—part of which was reduced 
im the’ last session by Congress. Also recommended is 
greater Federal Reserve power to set bank reserve re- 
quirements, and authorization to the Secretary of Agri- 
culture to regulate margins for trading on commodity 
exchanges. Weakening amendments to the original price 
control law are deplored, and the President asks that 
these defects be corrected. 

U. S. foreign policy objectives require continued 
provision for both military and economic aid. The Euro- 
pean members of the North Atlantic Treaty Organization, 
in particular, have had to assume extra economic burdens 
because of rearmament, and therefore their ability to 
export has been reduced. In this connection, the Presi- 
dent recommends repeal of that section of the Defense 
Production Act under which the U. S. Department of 
Agriculture has barred the import of butter and various 
other fats and oils and limited the import of cheese 
from abroad. 

The President estimates receipts, under existing tax 
laws, of $71.0 billion during the fiscal year 1953, and 
expenditures of $85.4 billion, with a resultant budgetary 
deficit of $14.4 billion. This compares with an estimated 
deficit of $8.2 billion for the current fiscal year and an 
actual surplus of $3.5 billion in fiscal 1951. The in- 
creasing importance of the national security program 
is evidenced by the proposed expenditures for security 
purposes in fiscal 1953 of $65 billion, which is about 
31% times the 1950 figure of $17.8 billion; proposed 
non-military expenditures of $20.3 billion, on the other 
hand, are $2 billion below such expenditures in fiscal 
1950 (or nearly $1 billion below the level of fiscal 1952). 
Sources: The Economic Report of the President, Trans- 

mitted to the Congress, January 1952, and The 
Budget of the United States Government for the 
Fiscal Year Ending June 30, 1953, January 
1952, Washington, D. C. 


was similar to that of recent months. Belgium had the 
largest December surplus (57 million units); only 20 
million units were received in gold, and for the remain- 
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der credit had to be extended to EPU. Belgium had a 
bilateral surplus of 27 million units with the United 
Kingdom and of 9 million units with France. Deficits 
were recorded only with Germany (7 million units) and 
with Switzerland (2 million units). Total credit ex- 
tended by Belgium in the 18 months of EPU operations 
amounted to 341 million units, that is 140 million units 
above the credit provided by the quota assigned to Bel- 
gium for the first two years of EPU operations. Gold 
received by Belgium totaled 249 million units. 

The next largest December surplus was that of Sweden 
(55 million units), which was considerably above the 
November surplus (32 million units). The Netherlands 
had a surplus of 43 million units, against 51 million 
units in November, and Germany’s surplus was 43 mil- 
lion units. For the first time since the beginning of 
EPU operations, Germany had a cumulative net surplus, 
amounting to 31 million units. Italy’s December surplus 
of 11 million units was settled outside the quota—fifty 
per cent in gold and fifty per cent in credit. 

The United Kingdom and France had large deficits. 
The U.K. deficit of 149 million units was smaller than 
the November deficit of 178 million units, but the United 
Kingdom had to pay 75 million units in gold, against 
62 million units in November, because it had entered 
the fourth tranche of its quota. Total gold payments by 
the United Kingdom now amount to 173 million units, 
and total credit received to 539 million units. 

France’s deficit in December was 69 million units, 
against 48 million units in November. This was settled 
by credit extensions (55 million units) and by gold 
payments (14 million units). Other countries which 
had deficits in December were Norway (8 million units), 
Turkey (5 million), and Greece (5 million). 

The EPU gold and dollar reserves increased in De- 
cember by approximately 30 million units, to about 210 
million units. These reserves were at their lowest level, 
179 million units, in October. 

Sources: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, January 12, 
1952; The Financial Times, London, England, 
January 15 and 18, 1952. 


U.K. Trade 

Provisional figures for 1951 show that U.K. exports 
amounted to £2,580 million, or 19 per cent more than 
in 1950, with re-exports at £127 million, or 49 per cent 
more. The total of £2,707 million is just short of the 
target figure of £2,750 million given in The Economic 
Survey, published last April. Imports totaled £3,917 
million (c.i.f.). On an f.o.b. basis this should be around 
£3,500 million, or nearly 10 per cent more than the 
Survey target figure of £3,200 million. If net invisible 
receipts amount to £350 million for the year, the current 
account deficit should be around £450 million. 


Britain’s deficit last year was caused almost entirely 
by the deterioration in the terms of trade. If these had 
remained at the same level as in 1950, the trade deficit 
would have amounted to only £375 million, which— 
again assuming net invisible receipts of £350 million 
—would have left a current account deficit of only some 
£25 million. 


Source: The Economist, London, England, January 19, 
1952. 


London Foreign Exchange Market 


Under the arrangements introduced on December 17, 
1951 (see this News Survey, Vol. IV, p. 197), the only 
overseas banks outside the sterling area with which Lon- 
don banks were authorized to deal in exchange were 
those in the United States and Canada. In other cur- 
rencies, a London bank could find a counterpart for its 
spot sales or for covering its spot or forward positions 
only by dealing with other banks in the sterling area or 
with the Bank of England. Arrangements have now been 
made, however, whereby authorized British dealers— 
when dealing in Swiss and French francs, Scandinavian 
crowns, and in so-called “unspecified” currencies, such 
as those of Germany and Italy—may seek cover not only 
in the ways previously permitted, but also by dealings 
with banks in the monetary area of the currency con- 
cerned. In no circumstances may a London bank cover 
by dealings with an overseas bank in the currency of a 
third country. The facilities apply to both spot and 
forward transactions, except for Scandinavian currencies 
where only spot operations are permitted. Similar ar- 
rangements do not yet appear to have been made with 
regard to the Belgian franc. 

Source: The Economist, London, England, January 19, 
1952. 


Exchange Market Developments in France 


Since December, when—as noted above—the British 
Government re-established a market for foreign curren- 
cies, there has been a slight discrepancy between the rate 
of the French franc quoted in London and the rate of 
sterling quoted in Paris. It even happened that the 
forward franc was quoted at a premium in London while 
forward sterling was quoted at a premium in Paris. This 
peculiarity was due to the prohibition against French 
banks dealing directly in sterling in London, i.e., buying 
and selling sterling against French francs in London; a 
similar limitation applied to British banks. Effective 
January 14, 1952, certain French banks have been au- 
thorized to deal in spot and forward sterling in London 
(for transactions authorized by the French Exchange 
Control Office). Conversely, the British banks are per- 
mitted to deal in francs on the Paris market. The effect 
of these measures is to ensure the equalization of the 
sterling-franc rates quoted in London and Paris. 
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Another exchange measure taken on January 14 was 
the widening of the spread between buying and selling 
rates for a number of currencies quoted on the official 
market (as distinct from the free market). The French 
press reports that these measures, although limited in 
scope, are intended to liberalize the market further, 
despite present balance of payments difficulties. 

Source: Agence Economique et Financiére, Paris, France, 


January 14, 1952. 


Suspension of Belgian Import Duties 

According to a decree issued on December 18, a cer- 
tain number of goods may be imported into Belgium 
duty free during 1952. The list includes coffee, Portland 
cement, certain artificial fibers, and iron and steel plates 
with a thickness of at least 35/100 millimeters. The 
import duties on certain other products, including oranges, 
lemons, tea, caustic soda, and newsprint, were reduced 
for the same period. 

Sources: Agence Economique et Financiére, Brussels, 
Belgium, January 4 and 5, 1952. 
Norwegian Government Finances 

The Norwegian Government budget proposed for the 
fiscal year beginning July 1, 1952 shows a surplus of 
NKr 496 million on current account; since this surplus 
covers capital expenditures, the total budget is in bal- 
ance. Total expenditures are NKr 3,735 million, or 
NKr 244 million more than those for the current fiscal 
year. Total defense expenditures are NKr 900 million, 
against NKr 768 million for 1951-52. 

The budget does not take into account any higher rates 
for income and property taxes. Because of increased 
wages and earnings, the tax yield will increase. The 
special duty on shipping will be raised, and will yield 
four times more than in 1951-52. 

The Minister of Finance, in presenting the budget, 
commented on Norway’s economic situation. While 
civilian investments will remain at the present level, their 
composition will change somewhat, because of military 
requirements. More of the civilian investments will be 
in machinery and other equipment than previously. 

If the increase in production continues, some increase 
in consumption will be possible, regardless of the higher 
defense expenditures. 

The Government will try to stabilize prices as soon as 
import price developments make it possible. Subsidies 
will be continued, to keep down prices of fertilizer and 
feed, bread grain, and dairy products. In addition to 
these subsidies for which budget appropriations will be 
made, the price directorate’s general price regulation 
fund, whose proceeds come from export taxes, will sub- 
sidize the prices of fats, sugar, coffee, lumber, and news- 
print. 

As part of the effort to maintain low interest rates, the 
Government will propose a change in the law governing 
private banks’ cash reserves in the Bank of Norway. 








Further legislation affecting interest rates is also being 

studied. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, January 14, 1952. 

Increase in Norwegian Tariffs 

The tariffs for about 60 per cent of the goods on which 
duties are levied were raised by Norway on January 1. 
Most of the tariffs have been specific tariffs and have 
been unchanged since 1945; therefore their protective 
effects have been greatly reduced as prices have increased. 
A number of the specific tariffs have now beeen changed 
to ad valorem tariffs; the remaining specific tariffs, the 
raising of which is not limited by international agree- 
ments, have been increased by 100 per cent. The raising 
of the tariffs is temporary, and two committees are study- 
ing various aspects of the problem. The increased tariffs 
must be considered in connection with the liberalization 
of imports which has been announced for the end of 
January; for textiles, however, liberalization is expected 
to take place on May 1. 

The raising of the tariffs will yield about NKr 65 mil- 
lion annually, or an additional 34 per cent over yields 
in the fiscal year 1950-51. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, January 2 and 3, 1952. 
Swedish Budget 

The Swedish budget proposal for the fiscal year 1952- 
53 is the largest ever submitted; it shows a surplus on 
current account of some SKr 1,056 million. This surplus 
includes certain temporary receipts, such as those from 
investment taxes and an additional automobile tax; 
therefore the surplus from regular receipts is reduced to 
SKr 514 million. The Minister of Finance has stressed 
the importance of financing capital expenditures in the 
next fiscal year by means of the surplus on current 
account, adding that the new budget unfortunately is 
weaker than that of the current fiscal year. 

Total expenditures on current account are estimated 
at 6,809 million kronor (US$1,315 million), or some 
1,000 million kronor above those of the current year. 
About one third of the increase is for defense purposes; 
actual outlays for defense are estimated at 1,650 million 
kronor, compared with some 1,400 million kronor in the 
current year. 

During 1951, there was a considerable increase in 
profits in certain sectors of the economy, especially 
forestry, shipbuilding, and engineering industries, while 
a pronounced decline was reported for consumption in- 
dustries, such as textiles, clothing, shoes, and chocolate. 
In the opinion of the Finance Minister, there are risks 
of a drop in the prices of important Swedish exports, 
but there is no such tendency in prices of imported raw 
materials. The investment tax, the sterilization of part 
of forestry earnings, and other measures already taken 
have not created adequate guarantees for economic sta- 
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bilization; therefore further steps are necessary. A gen- 
eral excess profits tax will be considered as soon as 1951 
reports on corporate earnings are available. The Min- 
ister of Finance also mentioned the possibility of block- 
ing part of the earnings of export industries other than 
forestry. Export charges may have the effect of temper- 
ing the business boom, but they may also help direct 
Sweden’s exports to countries whose currencies are of 
special importance. The Finance Minister recommended 
a continued overbalancing of the budget on current 
account, and a tightening of credit policy, as well as 
restraint in utilizing the narrow margin available for 
increased consumption. 
Sources: Sverige-Nytt, Stockholm, Sweden, January 15, 
1952; American-Swedish News Exchange, Inc., 
News from Sweden, New York, N. Y., January 
16, 1952. 


Swedish-American Trade 

According to Sweden’s Minister of Commerce, some 
reduction in dollar import licenses seems inevitable this 
year unless exports prove to be better than expected. 
Present plans for 1952 call for total imports of 900-1,000 
million kronor, whereas, in 1951 dollar import licenses 
amounted to some 1,100 million kronor (US$215 mil- 
lion). Sweden no longer receives ERP aid. 

Sweden’s demand for American goods is increasing, 
especially for metals, coal, chemicals, and cotton. The 
volume of her most important exports to the United 
States, forestry products, started to decline in 1951, but 
the value increased as a result of higher prices. Although 
exporters of forestry products are able to make more 
profitable sales in markets outside the United States, 
some exporters are of the opinion that they should con- 
tinue sales of some of their products to the United States 
so that they will not lose American customers. In order 
to increase exports to the dollar area, the Government 
will grant building permits and priorities to firms, en- 
abling them to obtain new machinery for expanding 
output. 

Sources: American-Swedish News Exchange, Inc., News 
from Sweden, New York, N. Y., January 9, 1952; 
Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, January 9, 1952. 


Loan Flotation in Italy 

A new nine-year 5 per cent Treasury bond issue is 
being floated in Italy. Since the bonds are issued at 2.5 
per cent below par and prizes will be drawn each year 
among bondholders, the effective average return will be 
5.8 per cent. 

A medium-term loan flotation has been customary in 
Italy in each of the past few years. The purpose this 
year, however, is not so much the consolidation of exist- 
ing short-term borrowing; rather it is for financing the 
repair of damages and the new public works made nec- 


essary by the recent floods in the Po Valley. Preliminary 
estimates of the losses caused by these floods range 
between 200 billion and 300 billion lire for the northern 
part of Italy alone. Damage to other parts of the penin- 
sula may reach an additional 100 billion lire. These 
figures compare with a gross national product currently 
estimated at well above 8,000 billion lire. 

No estimates have been made, or ceilings set, for the 
total amount of funds that will be obtained through the 
new loan. It is known, however, that a group of Italian 
commercial banks has committed itself to sell the new 
bonds to the extent of at least 100 billion lire of so- 
called “fresh” money, i.e., net of conversions from other 
types of public or private borrowing. The stock exchange 
has already felt the first repercussions of the new flota- 
tion, with a decline in the quotations of bonds already 
outstanding. The new flotation is also expected to have 
an adverse effect on new savings. 

According to a statement by Budget Minister Pella, 
absolute priority—even over rearmament—is to be given 
by the Government to the repair of damages caused by 
the floods. In addition to the proceeds from the new 
bond flotations, certain tax revenues are to be used to 
finance these repairs. 

Source: /1 Commercio 24 Ore, Milan, Italy, December 
16, 1951. 


Austrian Bank Rate 

When the Austrian National Bank increased the dis- 
count rate from 34% per cent to 5 per cent per annum 
on December 6 (see this News Survey, Vol. IV, p. 191), 
rates for loans against government securities were also 
raised from 4 to 54% per cent and for loans against other 
securities, from 41 to 6 per cent. 

In an official communiqué, the National Bank declared 
that the increase of the discount rate, together with the 
credit restrictions imposed earlier in the year, was de- 
signed to prevent the excessive expansion of “unpro- 
ductive” credits and would, therefore, contribute to the 
stabilization of the Austrian price level. The higher 
discount rate will not be applied to investment credits 
financed by reconstruction bills. The interest rate for 
savings deposits in Austrian credit institutions has been 
increased from 2 per cent to 344 per cent per annum, 
effective January 1, 1952. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, De- 
cember 7, 1951; Austrian National Bank, Mit- 
teilungen des Direktoriums, December 1951, 
and Wiener Zeitung, December 30, 1951, Vienna, 
Austria. 


Middle East 
Resolutions of Congress of Arab Chambers of Commerce 
The congress of the Arab Chambers of Commerce, 
which convened in Beirut, Lebanon on December 17, 
1951, adopted at its final session on December 22 reso- 
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lutions dealing with the following subjects: reduction of 
customs tariffs among Arab countries with a view toward 
eliminating these tariffs completely in the future; free 
movement of persons and properties and discontinuance 
of the passport system among the Arab countries; the 
giving of priority to Arab products; compilation of sta- 
tistics on national income; establishment of national 
companies with purely Arab capital; restriction of im- 
ports of luxury goods and encouragement of consumption 
of Arab products; preparation for the establishment of a 
Common Bank of the Arab League; preparation of a 
system for unifying Arab currencies; prohibition of 
imports of goods that are produced domestically; re- 
quest to the Arab Chambers of Commerce and Govern- 
ments that they boycott any country whose activities 
could harm the Arab economy; preparation of plans for 
creating an Agricultural Arab Bank; encouragement and 
protection of industries against foreign competition. 
Source: Le Commerce du Levant, Beirut, Lebanon, De- 
cember 26, 1951. 

Cotton Market in Egypt 

On January 8, the Government Commissioner in the 
cotton futures market in Alexandria made public the text 
of two ministerial orders regulating market transactions. 
One stipulated that every sales order should be accom- 
panied by a certificate stating that the cotton to be sold 
is stored in one of the warehouses specified in the gen- 
eral manual of the futures market, and that its grade is 
one of the grades authorized for sale by the manual. 
The certificates are to be issued by one of the expert 
committees of the market. The other order abolishes 
the previous minimum prices fixed by the Government, 
and stipulates that quotations may be within a range of 
3 per cent above or below the quotations of the previous 
market session. 

On the same day a royal decree was issued modifying 
some of the provisions of the general manual. The modi- 
fications stipulate that dealings without cover should not 
exceed 10,000 kantars, and that the balance of net com- 
pensating transactions should not exceed 20,000 kantars 
for either buying or selling. Hedging transactions are 
exempt from these maxima. 

On January 14 a new ministerial order was issued 
fixing January 23, 1952 as the latest date for presenting 
the certificates for the January sales orders. 

Sources: Al Ahram, Cairo, Egypt, January 8, 9, and 15, 
1952. 
Oil Production in Saudi Arabia 

Crude oil output in Saudi Arabia averaged 761,541 
barrels daily during 1951; the 1950 daily average was 
546,703 barrels. Crude oil processed at the company’s 
Ras Tanura refinery averaged 159,199 barrels daily for 
the year against 105,108 barrels daily in 1950. 

The Arabian Oil Company has announced the transfer 








of its operating headquarters from New York City to 
Dhahran, Saudi Arabia, which is the headquarters of 
many of its other departments. 
Sources: Arabian American Oil Co., Press Release, Jan- 
uary 17, 1952, and The Journal of Commerce, 
January 17 and 18, 1952, New York, N. Y. 
Currency in Israel 
Between January 3, 1951 and January 2, 1952, total 
currency in circulation in Israel increased by approxi- 
mately 35 per cent, from 1£73,877,000 to 1£100,308,000. 
During the same period, the foreign currency component 
of the currency cover decreased from I£10,877,000 to 
1£2,762,000. 


Source: Business Digest, Haifa, Israel, January 10, 1952. 
U.S. Aid to Israel 

U.S. aid to Israel during the last three years has totaled 
approximately US$220 million: Export-Import Bank loans 
amounted to $135 million, provision of surplus foodstuffs 
to $20 million, and grants-in-aid to $65 million. In 
addition, Israel has received contributions and obtained 
loans from individuals and nongovernmental agencies 
in the United States; such receipts in 1951 amounted to 
approximately US$250 million. 
Source: The Israel Economist, Jerusalem, Israel, Novem- 

ber 1951. 


Note Cover in Lebanon 
Note circulation in Lebanon on December 31, 1951 
was LL 208 million, compared with LL 196 million a year 
earlier. The cover included LL 93 million in gold (about 
44.5 per cent) and LL 13.8 million in foreign exchange, 
mainly French francs (about 6.6 per cent), i.e., a total 
of gold and foreign exchange of LL 106.8 million, or 
about 51 per cent. The balance is made up of Lebanese 
Government Treasury bonds and advances by the Issue 
Department to the Government. 
Source: Le Commerce du Levant, Beirut, Lebanon, Jan- 
uary 12, 1951. 


Pakistan Jute Crop 

The area under jute in Pakistan in 1951-52 is 1,779,000 
acres, against 1,250,000 acres in the previous year, an 
increase of 42.3 per cent. Because of favorable weather 
conditions, the total yield of this year’s crop is estimated 
at 6,331,000 bales of 400 pounds each, against 4,356,000 
bales in 1950-51, a 45.3 per cent increase. 
Source: Karachi Commerce, Karachi, Pakistan, Novem- 

ber 17, 1951. 


Far East 


India’s Balance of Payments 

India had a deficit of about Rs 200 million in her 
balance of payments with the rest of the world for the 
period January-September 1951. Imports amounted to 
Rs 6,284 million, and exports to Rs 5,822 million, so 
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that there was a trade deficit of Rs 462 million. Invisible 
and miscellaneous transactions accounted for a small 
surplus. There was a surplus with the sterling area, 
excluding Pakistan, and a small surplus with hard cur- 
rency countries; but they were more than offset by deficits 
with such countries as France, Italy, the Netherlands, and 
Pakistan. The figures exclude the imports of 600,000 
tons of wheat, valued at roughly Rs 300 million, from 
the United States under the wheat loan. 

Source: The Statesman (Overseas Edition), Calcutta, 

India, January 12, 1952. 


U.S. Aid to India 

The United States will contribute $50 million by June 
30, 1952 to the Indo-American Technical Co-operation 
Fund. With the Indian Government’s contribution in 
rupees, the total amount available for the program to be 
financed by the Fund will be over $100 million. The 
projects listed in the program will be coordinated with 
the five-year Indian national plan. 

The establishment of about 50 rural-urban develop- 
ment areas, each consisting of 300 villages with a total 
population of 200,000, is contemplated. Most of these 
projects will be financed through loans by the Fund. 

The Fund will be administered by representatives of 
both Governments. The obligations assumed by the 
U.S. Government under the agreement will be performed 
through its Technical Co-operation Administration, which, 
among other things, will supply a field party of specialists 
to collaborate in executing the program. In addition to 
the money deposited in the Fund, the United States will 
bear the expenses of all technical experts whom it pro- 
vides, the tuition and other expenses of Indians whose 
training abroad is arranged by the United States, and 
the cost of technical assistance provided by the U.S. 
Government through contract with private agencies. 
Source: The Statesman (Overseas Edition), Calcutta, 

India, January 12, 1952. 


Revenue Collections in India 

During April-December 1951, the first eight months of 
the current fiscal year, customs revenue in India prac- 
tically reached the target for the entire budget year: 
revenue of Rs 1,520 million was realized, against 
the budget estimate of Rs 1,560 million for the year and 
collections of Rs 880 million in the corresponding period 
of 1950. Excise revenue amounted to Rs 590 million, 
compared with Rs 460 million in the first eight months 
of 1950. The revenue from the income tax, however, was 
Rs 796 million, against Rs 807 million in the correspond- 
ing 1950 period. Ordinary income tax collections for 
the year 1951-52 were budgeted at about Rs 1,700 million. 

The Government introduced in 1951 a scheme for the 
voluntary disclosure, without penalty, of hitherto un- 
reported assessable incomes. This privilege, which had 
to he exercised before a specified date, was extended to 
accumulated incomes received but not reported in the 
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ten years preceding 1950. Up to the beginning of 1952, 
incomes totaling Rs 570 million (about US$120 million) 
were reported. 
Sources: Reserve Bank of India, Report on Currency 
and Finance for the Year 1950-51, Bombay, 
India, 1951; The Statesman (Overseas Edition) , 
Calcutta, India, January 5, 1952; The Times 
of India, Bombay, India, January 5, 1952. 
Malaya’s National Product 
Malaya’s national product (net value of goods and 
services produced) in 1950 has been estimated at 
Mal$4,969 million, compared with Mal$3,216 million in 
1947, Mal$3,260 million in 1948, and Mal$3,069 million 
in 1949. The high figure for 1950 is attributed to the 
rubber and tin boom. If average prices for these two 
products in 1951 prove to be about 50 per cent more 
than in 1950, the national product for 1951 may be well 
over Mal$6 billion. Most of the increase, however, will 
have been offset by higher prices for consumer goods 
and services. The cost of living for clerks and laborers 
has risen by 20 to 30 per cent. Per capital national in- 
come rose from Mal$498 in 1949 to Mal$776 in 1950, 
the highest for any Asian country. 
Source: Department of Trade and Commerce, Foreign 
Trade, Ottawa, Canada, December 8, 1951. 
Japanese Foreign Currency Fund System 
The Japanese Government has established a foreign 
currency fund system for export promotion, retroactive 
to July 1, to replace the defunct foreign currency re- 
tention system, abolished at the end of June. While the 
new system follows the old foreign currency retention 
system in enabling exporters to use for import payments, 
travel expenses, and the establishment of overseas 
branches a stipulated proportion of foreign currencies 
earned from exports (maximum of 6 per cent), it varies 
from the old by permitting that the amount of foreign 
currency to be retained from exports to the dollar area 
can be proportionately larger (10 per cent maximum) 
than the amount retained from exports to other areas, 
thus indicating a dollar area export drive. 
Source: Far East Trader, New York, N. Y., December 
26, 1951. 


Japanese Tax Allowance for Foreigners 

The Japanese Ministry of Finance has announced that, 
as of January 1952, qualified foreigners will receive a 
special tax allowance. Any foreigner who is not domi- 
ciled but is resident for one year or more within Japan 
and who draws his pay from a “corporation with foreign 
investment,” or who is invited and employed by a cor- 
poration to do research on technical improvement, will 
be allowed a 50 per cent reduction on his tax rate (de- 
ductible maximum 3.5 million yen). The following 
corporations fall under the privileged category: (a) those 
engaged in business for which foreign capital or scientific 
technique is necessary for the stabilization of the Japanese 
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economy, and (b) those having foreign investment of 
100 million yen or more. 
Source: Far East Trader, New York, N. Y., January 
16, 1952. 


United States and Canada 
U.S. Trade in November 


The value of U.S. exports rose from $1,154 million in 
October to $1,386 million in November, the highest level 
for the year. Imports, at $818 million, were slightly 
below the $833 million reported in October. The export 
rise was due in part to the settlement of the New York 
dock strike, which permitted the shipment of consider- 
able amounts of strike-bound merchandise that would 
otherwise have been included in the October figure. 

The greatest improvement in exports was in the ma- 
chinery and vehicles group, which increased from $305 
million in October to $405 million in November. Other 
increases reported were for raw cotton, chemicals, and 
grains. Imports of metals, petroleum, newsprint, and 
wood pulp were smaller than during October, but these 
declines were partially offset by increased imports of 
coffee and cocoa. 

Source: The Journal of Commerce, New York, N. Y., 
January 15, 1952. 


Canadian Farm Income 

Cash income of Canadian farmers from the sale of 
farm products in 195] reached a new high of $2.8 million, 
27 per cent above the 1950 figure of $2.2 million, and 
13 per cent above the previous high of $2.5 million in 
1949. The 1951 increase was largely attributable to sub- 
stantial grain participation and adjustment payments by 
the Canadian Wheat Board, higher average livestock 
prices, and unusually heavy marketings of western grain 
during the spring months. (All figures in Canadian 
dollars. ) 
Source: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, January 8, 1952. 


Latin America 

Cuban Sugar Crop of 1952 

A preliminary estimate of the Cuban sugar crop of 
1952, made by the Galban Lobo Trading Company, 
indicates a record figure of 6.2 million long tons, 11.7 
per cent greater than the 1951 crop. At present prices, 
the 1952 crop may yield around 800 million pesos, 
against 714 million received for the 1951 crop. 
Source: Diario de la Marina, Havana, Cuba, December 

29, 1951. 

Insurance Company Investments in Guatemala 

The Guatemalan Congress has passed a law requiring 
insurance companies operating in Guatemala to invest 
specified percentages of their reserves in State bonds or 
securities, in private mortgage loans, in the construction 
and purchase of urban real estate, and in sight deposits 
in State or commercial banks. Under the law insurance 
companies can be required to invest up to 80 per cent of 








their reserves in State or municipal bonds which must be 
deposited in the Central Bank and can be sold only with 
the permission of the Superintendent of Banks. Hence- 
forth, all insurance contracts must be made in quetzales. 
Source: Diario de Centro America, Guatemala City, 
Guatemala, December 26, 1951. 

Uruguay’s Foreign Trade 

Uruguay had a foreign trade deficit equivalent to 
US$29 million in the first nine months of 1951; exports 
amounted to $205.8 million and imports to $234.8 mil- 
lion. In the comparable period of 1950, there was a 
trade surplus of $31.5 million. Imports in the nine-month 
period in 1951 were considerably above those for the 
entire year 1950 ($200.9 million). This large increase 
was due in part to the policy of liberalizing import re- 
strictions. Exports during the first nine months of 1951 
were $42.1 million higher than in the same period in 
1950, chiefly because of an increase in exports of yarns, 
textiles, and agricultural products. Wool exports showed 
a slight decline ($94.4 million in January-September 
1951 compared with $96.3 million in the same period of 
1950). 
Source: El Pais, Montevideo, Uruguay, December 18, 
1951. 


Increased Rate on Savings Deposits in Argentina 
In order to stimulate savings, the Argentine Minister 

of Finance has increased to 3 per cent per annum the 

rate to be paid, as of January 1, 1952, on bank savings 

accounts up to a total of 25,000 pesos for individuals 

and 100,000 pesos for cooperatives and mutual benefit 

societies. The former rate was 2.5 per cent, up to a 

limit of 5,000 pesos for individuals. 

Source: First National Bank of Boston (Buenos Aires 
Branch), The Situation in Argentina, Boston, 
Massachusetts, December 28, 1951. 


Other Countries 
West African Currency 


The West African Currency Board announced that 
during the year ended June 30, 1951 it had issued cur- 
rency against payment of sterling in London to the 
amount of £12,526,900. This is the second largest 
issue made in any one year during the life of the Board. 
The currency circulation, at nearly £78.9 million, es- 
tablished a new peak. Of this total, £13.2 million was 
held by the banks in West Africa so that roughly £65.7 
million was held by the public, against £51.5 million for 
the year ended June 30, 1949. 

Source: The Times, London, England, January 3, 1952. 
South African National Accounts 

Until recently the only available data on South African 
national income were those published by the Bureau of 
Census and Statistics showing the total national income 
and its distribution by industrial origin. The Reserve 
Bank has now issued much more complete figures, some 
of which may be summarized as follows: 
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1946 1947 1948 1949 
(£SA million) 
Consumption 532 695 720 779 
Current expenditure by 
public authorities 122 117 130 
Net domestic invest- 
ment .... 157 178 204 
Net foreign invest- 
eee . —72 —188 —186 


Net national expendi- 
ture at market 
prices oe 

Indirect taxes and 
subsidies 


Net national expendi- 
ture at factor cost 


While income and expenditure totals moved steadily 
upward throughout the period 1946-50, the changes in the 
constituent items varied widely. Two factors account 
for these changes. The first is that the war ended with 
a vast backlog of consumer demand, depleted business 
inventories, and an unprecedented range of investment 
opportunities; the influence of these expansionary forces 
predominated up to the end of 1948. The second factor 
is the official policy of retrenchment, as embodied in 
such measures as import control, which began to become 
eflective from the end of 1948. 

During each of the last two war years—1944 and 1945 
—consumption amounted to about £450 million, and in 
1945 investment was about £60 million. During the 
next three years consumption rose to £720 million, and 
investment rose to over £200 million. Meanwhile the 
Union output of goods and services increased by less 
than 25 per cent—from about £650 million to £800 mil- 
lion. The only way in which the gap between the 
economy’s resources and its abnormal requirements could 
be met was through an import surplus financed by capital 
inflow and the realization of gold and exchange reserves. 

Consumers’ expenditures were so substantial in 1947 
and 1948 that private savings became negative in those 
year. The funds needed to finance the excess of con- 
sumption expenditures over private income were provided 
by drawing upon the ample liquid assets built up during 
the war and by the realization of such assets as real 
estate and securities at a time when there were plentiful 
foreign funds seeking investment opportunities. The 
effect of the negative private savings was offset to a 
limited extent by the positive savings of public author- 
ities, although these were not large enough to prevent 
total domestic savings from being negative in 1947. By 
far the greatest offset to negative private savings was the 
inflow of overseas capital and the realization of gold ex- 
change reserves. 

The expansionary phase in the Union’s over-all ex- 
penditure was brought to an end by the strain which it 
imposed on the balance of payments; as foreign dis- 
investment could not indefinitely bridge the gap between 


the Union’s spending and its national income, import 
control had to be introduced. A large part of the back- 
log of consumers’ demand for imported goods had also 
probably been met after three years of imports at record 
levels. Thus in 1949 and 1950 the increase in consump- 
tion was relatively small, while net investment declined to 
about £150 million. This decrease was due largely to 
the inventory disinvestment which followed upon import 
control. Investment in fixed capital was maintained at 
the high 1948 level. Current expenditure of public au- 
thorities continued to increase after 1948 but at a fairly 
moderate rate. While further expansion of national ex- 
penditure was thus checked, net national income con- 
tinued to rise steadily and reached £885 million in 1949 
and £1,030 million in 1950. The outcome of this develop- 
ment was that private savings showed a huge increase 
in 1950, to £100 million, thus offsetting the decline of 
£100 million between 1949 and 1950 in net overseas 
borrowing and realization of assets. 


Source: South African Reserve Bank, Quarterly Bulletin 
of Statistics, Pretoria, Union of South Africa, 
December 1951. 


Southern Rhodesian Import Control 

Acting in accordance with the British Government’s 
request to curtail drastically the drain on the sterling 
area foreign exchange reserves, the Southern Rhodesian 
Government has extended import control to all countries 
outside the sterling area. During the past year control 
had been applied only to the products of the dollar area, 
Canada, Japan, and Argentina. There will be no re- 
striction on trade with other sterling area members, and 
on the importation of products of the soil of Portuguese 
East Africa. The amount of goods to be bought from 
non-sterling countries will be restricted to the equivalent 
of Southern Rhodesia’s non-sterling earnings. 
Source: Cape Times, Cape Town, Union of South Africa, 

December 19. 


Board of Executive Directors 

Mr. Albert Barraud, Financial Attaché, has been ap- 
pointed Alternate Executive Director of the Fund for 
France. He succeeds Mr. Francois Bizard. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
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